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he remarkable growth of Canadian studies during the past two 
decades has created a demand for basic reading guides to many 
branches of Canadian scholarship. Canadian studies programs have 
been established in numerous colleges and universities in Canada, and 
Canadian subjects are now taught in colleges, universities and institutes 
in some 25 countries. 

This Canadian Studies Resource Guide to Canadian economics is 
one of seven designed for readers first coming to a new area of study. 
Each is written by a distinguished specialist in the related field, and 
includes an introductory overview of the subject, a commentary on 
significant works, and suggestions for further reading. The series is 
complementary to three other directories published by the Canadian 
Studies Directorate of the Department of the Secretary of State on 
Canadian studies abroad, on Canadian, Quebec and regional studies in 
Canada, and on funding sources for Canadian studies. 

Dr. Roger Dehem, who prepared this Guide, is Professor of 
Economics at Laval University. He is the author of 15 books, including 
Traité d’analyse économique (1958, 1967), Planification économique 
et fédéralism (1968), and Histoire de la pensée économique (1984). A 


former President of the Canadian Economics Association and |’ Associa- 
tion canadienne de science Economique, he was elected a Fellow of 
the Royal Society of Canada in 1981. 

Bruce Nesbitt 


General Editor 


his series of resource guides could not have been completed 


without the advice and assistance of all members of the Advisory 


Board, and I am particularly grateful to Professor Dehem and his 
Ackn ; wledg emem ts colleagues for undertaking the difficult task of distilling several life- 
times of scholarly experience into brief surveys of large and complex 
disciplines. For their cordial and unstinting help I am also indebted to 
the staff of the Circulation Desk, Reading Room Division and of the 
Reference Desk, Reference and Information Services, both of the 
National Library of Canada, and to the National Film, Television and 
Sound Archives of the National Archives of Canada. 
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Canada’s Economy | 


and Canadian Political 
Economy: 
An Introduction 


T he assertion of a Canadian identity might not have succeeded in 
carrying the nation to adulthood and prosperity had Canadian 
economists and policymakers not had the wisdom to make sensible 

decisiuns or, at least, to avoid gross mistakes. 

In the past century and a half, economic development in Canada, 
and its policy options, have been dominated by the search for proper 
relationships with its giant neighbour. The physical configuration of 
the continent should have structured activity and trade in a north- 
south direction, and brought about regional integration along the 
meridians. The 49th parallel is obviously an artificial economic barrier. 
As such, it has posed the main challenge to economic organization and 
policies in Canada. 

Confederation in 1867 can be viewed as a political response to the 
economic pressures of the time. Building a national economy with its 
own infrastructure and its own policies was meant to enable British 
North America to resist pressures and challenges on the part of the 
United States. 

To overcome the vastness and the natural configuration of its terri- 
tory, as well as the sparseness of its population, a transport link had to 


be built between east and west. Completed in 1885, the Canadian 


Pacific Railway provided a unifying backbone between all regions 
of Canada. 

As world deflation in the 1870s made economic conditions more 
difficult, protectionism raised its head. It was euphemistically labelled 
the “‘National Policy”’ of 1879. Tariffs were raised to protect or pro- 
mote manufacturing. This policy could be construed as “‘national”’ in 
that it provided incentives to divert trade in an east-west direction. It 
would increase traffic on the Canadian Pacific Railway and improve 
the latter’s profitability. But it also sowed the seeds of future inter- 
regional tensions. Indeed, by fostering east-west trade, it provided a 
comparative advantage of location to the central provinces, Ontario 
and Quebec. 

Improving conditions in world markets after 1895 set the stage for 
healthy growth in output, in capital investment and, most importantly, 
in population. Expansion proceeded smoothly for 35 years. Adjust- 
ments to the First World War and to its aftermath caused no 
major disruption. 

The very success of Confederation in its first 60 years led to increas- 
ing tensions between the federal government and the provinces. As the 
latter tended to expand their responsibilities in urban development and 
social services, their claims on financial resources became 
more pressing. 

As the Depression in the 1930s took unexpected proportions, the 


widespread and deep economic distress had to be coped with in a 


haphazard way. In the absence of a national social security net, relief 
had to be improvised at the municipal and provincial levels, while 
federal assistance was erratic. The western provinces were hit hardest 
by the low world prices for their produce, while increased protection 
for manufacturing provided some relief to the central provinces. 

The excruciating experience of the Depression gave a strong impulse 
to economic thinking, the more so that J.M. Keynes had in the mean- 
time published what was to become the most influential economic 
book in the 20th century: his General Theory of Employment, Interest 
and Money (1936). 

In 1937, a Royal Commission was appointed to inquire into the rela- 
tions between the Dominion and its provinces. Its report (1940) has 
become a milestone in Canadian economic literature. It provided for 
the first time a thorough and lucid interpretation of Canadian eco- 
nomic experience since Confederation, in particular during the Great 
Depression. It pointed to radical but reasonable remedies to institu- 
tional shortcomings. The federal government, whose powers had been 
eroded during the long period of prosperity, was again assigned the 
ultimate responsibility of ensuring global stability. Its finances would 
have to absorb the effects of economic fluctuations in a way that 
would smooth the business cycle itself. Provincial authorities would 
benefit by being sheltered against global instability and by being pro- 
vided with stable grants. They would thus be enabled to fulfil their 


constitutional responsibilities in the field of social services. 


This return to centralization, inspired by rigorous economic rea- 
soning, and enforced at once during the war emergency, was, how- 
ever, to become the main bone of contention in the political arena 
after the war. Quebec’s Premier, Maurice Duplessis, led the challenge. 
He appointed his own Royal Commission on federal-provincial power 
sharing (1956). The squabble over the sharing of political power con- 
tinued in the 1960s. It came to a head in the 1970s with the advent 
to power of the Parti Québécois. This episode of confusion and great 
uncertainty was, however, decisively closed with the Quebec referen- 
dum of 1980. 

While post-war prosperity had made room for the power game 
between the federal and the provincial authorities, it also provided 
scope for nationalistic and leftist criticism of private economic power. 
Whereas the 1879 National Policy had been aimed at strengthening 
Canadian manufacturing against American competition, it entailed the 
side effect of inducing foreign companies to establish branch plants in 
Canada. Foreign ownership was raised as a new issue in the 1950s by 
the Royal Commission on Canada’s Economic Prospects (Gordon 
Commission, 1958). 

Although a politically potent force, nationalism has never been 
allowed to exceed certain reasonable bounds in Canada, because of its 
economic costs. The auto pact of 1965 is an instance where a signifi- 


cant and profitable arrangement could be concluded with the United 


States, albeit for one sector only. 


The temptations of nationalism, the experience of excessive reliance 
on government programs, of short-sighted macroeconomic policies 
with their inflationary consequences, the overcoming of the Quebec 
crisis in 1980, have led to another exercise in self-examination. In 
1982, the Royal Commission on the Economic Union and Develop- 
ment Prospects for Canada (Macdonald Commission, 1985) was 
appointed to this effect. Its Report provides a reassessment of recent 
experiences in many fields and throws new light on the road ahead in 
the field of constitutional arrangements as well as in that of economic 
organization and policies. Its advocacy of a free trade arrangement 
with the United States is a wise and provocative initiative that may 
help Canadians to raise their sights above domestic squabbles and 
trivial issues. The new openness toward the United States is not an 
economist’s fancy. In a world of large power blocs dwarfing the inde- 
pendent Canadian economy, the very long-term survival of Canada 
may depend, paradoxically, on a closer integration with its giant neigh- 
bour. This new challenge may be more vital than any that had to be 


met in the past. 


Essential Works 


n the course of the past century, economics in Canada as elsewhere 

has evolved from a philosophy providing a broad interpretation of 
developments as well as prudent advice on institutions and policies to 
the present state of fragmentation, specialization, narrower viewpoints 
and contingent prescriptions. 

To put the main authors and their work in perspective, the few great 
names of the pioneering age should be remembered: Adam Shortt 
(1859-1893), an economic historian at Queen’s University, O.D. 
Skelton (1878-1941) and W.C. Clark (1889-1952). W.A. Mackintosh 
(1895-1970) deserves a most honourable mention, as he was the princi- 
pal author of the Rowell-Sirois Royal Commission Report (1940). F.A. 
Knox and C.A. Curtis also belonged to the Queen’s group who left the 
imprint of their wisdom on Canada’s institutions in the first half of 
this century. 

The University of Toronto has been the cradle of Canadian historical 
studies. Harold Innis (1894-1952) laid the broad groundwork of 
research in this field. His major contributions have been: The Fur 
Trade in Canada: An Introduction to Canadian Economic History 
(1930); The Cod Fisheries: The History of an International Economy 
(1940); A History of the Canadian Pacific Railway (1923); Problems 


of Staple Production in Canada (1933); and Essays in Canadian 
Economic History (1956). W.T. Easterbrook produced a classical 
synthesis in Canadian Economic History (with H.GJ. Aitken, 1956). 

Among the more specialized notable works in Canadian economic 
history, the following are to be mentioned: V. Fowke, Canadian Agri- 
cultural Policy: The Historical Pattern (1946) and National Policy 
and the Wheat Economy (1957); D.A. MacGibbon’s The Canadian 
Grain Trade, 1931-1951 (1952); and J.H. Dales’ Hydroelectricity and 
Industrial Development in Quebec (1957). 

In the field of money and banking, the following works may serve as 
landmarks: M.L. Stokes, The Bank of Canada: The Development and 
Present Position of Central Banking in Canada (1939); I. Brecher, 
Monetary and Fiscal Thought and Policies in Canada, 1919-1939 
(1957); R.C. Mclvor, Canadian Monetary, Banking and Fiscal Devel- 
opment (1958); E.P. Neufeld, Bank of Canada Operations and Policy 
(1958); and The Financial System of Canada: Its Growth and Devel- 
opment (1978). See also the Report of the Royal Commission of 
inquiry into the banking and financial system (Porter 
Commission, 1964). 

Among the noteworthy contributions on the effects of protec- 
tionism, four works stand out: G.A. Elliott, Tariff Procedures and 
Trade Barriers: A Study of Indirect Protection in Canada and the 
United States (1955); J.H. Young, Canadian Commercial Policy 
(1957); J.H. Dales, The Protective Tariff in Canada’s Development 


(1966); and H.C. Eastman and S. Stykolt, The Tariff and Competition 
in Canada (1967). 

As the seeds of a “‘quiet revolution”’ were being sown in the Quebec 
of the 1950s, the reaction against the global Canadian viewpoint as 
expressed in post-war centralizing policies found its first official 
expression in the Report of the provincial Royal Commission of 
inquiry into constitutional problems (Tremblay Commission, 1956). Its 
philosophy derived neither from Adam Smith nor from J.M. Keynes. It 
pleaded for broad provincial autonomy. 

As the debate on the sharing of power gathered momentum in the 
1960s, a Royal Commission on bilingualism and biculturalism was 
appointed to have another look at the issues. The economic aspect of 
the problem was treated in R. Dehem’s Planification économique et 
fedéralisme (1968). The 1970s saw a proliferation of studies and 
pamphlets of unequal value on the question of Quebec independence. 
The most reliable essays on the matter were published by the C.D. 
Howe Institute from 1978-1980, in the series “Accent Québec’. 

On the economic theory of political constitutions, the original work 
was done by Albert Breton and Anthony Scott in The Economic Con- 
stitution of Federal States (1978). Albert Breton’s The Economic 
Theory of Representative Government (1974) is also a path-breaking 
contribution to the economic theory of politics. In the same vein, Dan 
Usher’s The Economic Prerequisite of Democracy (1981), is an 


instance of seminal work. 


Anthony Scott has done pioneering work in the field of natural 
resources and conservation economics, namely in his Natural 
Resources: The Economy of Conservation (1973). With H. Grubel, he 
also contributed an important analysis of the brain drain: The Brain 
Drain: Determinants, Measurement and Welfare Effects (1977). 

Lately, the Report of the Royal Commission on the Economic Union 
and Development Prospects for Canada (Macdonald Commission, 
1985) provides the ultimate analysis and synthesis of the country’s pro- 
blems in the aftermath of the post-war experience with welfare 
programs, sectoral policies, various fiscal arrangements and macroeco- 
nomic policies in a new setting of world competition. A critical review 
of its findings can be conveniently found in Canadian Public 
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and Data Banks. 5th ed. Toronto: 

Espial, 1987. 


Directory of Online Databases. 

New York: Cuadra/Elsevier, 1979- 
Quarterly. Also available online as CUADRA 
through QUESTEL. 
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Ontario K1A ON4). Also includes CANUCS 
(Union List of Serials in the Social Sciences 
and Humanities in Canadian Libraries). The 
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France (1611 Crémazie Boulevard East, Mon- 
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and ordering: 
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Book and Periodical Development Council 
34 Ross Street, Suite 200 
Toronto, Ontario M5T 1Z9 


Canadian Booksellers Association 
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Canadian Periodical Publishers’ Association 
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